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Recommendations on U.S. Trade and Tariff Policy 


The report on U.S. trade policies, which President 
Truman requested from the Public Advisory Board for 
Mutual Security in July 1952 (see this News Survey, 
Vol. V, p. 65), has been submitted to President Eisen- 
hower. In releasing the report, Mr. Bell, Acting Chairman 
of the Public Advisory Board, quoted the President as 
expressing his appreciation to the members of the Board 
for their work in the preparation of the report. The 
President indicated further that he would refer it to 
various departments of the Government for consideration. 


The report warns that “if this country does not soon 
take measures to facilitate an increase in imports, U.S. 
exports will decline and American industry and agricul- 
ture will be seriously affected.” Moreover, the report 
finds certain U.S. trade policies to be in conflict with 
U.S. foreign policy, thereby weakening U.S. leadership 
and threatening the strength of the free world. 


The report recommends ten steps to encourage an 
increase in imports to help pay for exports: 


1. That decisions on trade policy be based on national 
interest, rather than the interest of particular industries 
or groups; that, in cases where choice must be made 
between injury to the national interest and hardship to 
an industry, the industry be helped to make adjustments 
by means other than excluding imports—such as through 
extension of unemployment insurance, assistance in re- 
training workers, diversification of production, and 
conversion to other lines. 


2, That a new simplified tariff act be adopted, pro- 
viding for general reductions of duties and eliminating 
present uncertainties in the classification of goods by 
consolidating the many hundreds of present tariff rates 
into seven basic schedules: a Free List, four groupings 
of commodities bearing duties of 10, 20, 30, and 40 per 
cent ad valorem, a Specific List for basic agricultural 
and mineral raw materials, and an Extraordinary List 
where commodities might be placed whose importation, 
for security or other reasons, should be limited by quotas 
or other restrictions, or by exceptionally high rates; that 
Congress establish appropriate standards for such an 


act and authorize the President to develop and carry out 
its details. 


3. That the President be authorized to enter into 
reciprocal trade agreements without limit of time and 
with power to reduce tariffs, within specified limits, in 


return for reductions in tariffs or restrictions by other 
countries. 


4. That, as an interim measure, customs procedures 
be simplified by prompt passage of a bill similar to that 
recommended by the Treasury and passed by the House 
of Representatives in 1951; that a commission be created 
to study and propose further measures of customs sim- 
plification. 

5. That tariffs be reduced, and quotas on agricultural 
products be liberalized to allow the freer import of goods 
that are not produced in this country in sufficient quantity 
at world prices; that Section 104 of the Defense Produc- 
tion Act, restricting the import of certain agricultural 
products, be repealed. 

6. That tariffs be reduced and in some cases ultimately 
eliminated on metals and minerals of which imports are 
a major part of U.S. supplies; that, where necessary for 
defense reasons, domestic production be encouraged 
through special purchases or contracts rather than tariffs. 

7. That import excise taxes now applying to petroleum 
products be dropped; that, if imports reach a level where 
they impede domestic exploration and development, other 


measures be taken to assure a domestic industry adequate 
to defense needs. 


8. That cargo preference, by which 50 per cent of the 
cargo on aid and loan shipments is reserved to domestic 
carriers, not be applied to countries that allow U.S. 
shippers to compete on a fair basic. 


9. That the procurement policies of the Government 
which raise the cost of goods bought by the Government 
be reconsidered in the light of the principles and objec- 
tives of a foreign trade policy in the national interest. 

10. That the Congress take the necessary steps to en- 
able the United States to join in establishing an inter- 
national organization to promote the objectives of the 
General Agreement on Tariffs and Trade (GATT) ; that 
active participation be continued in other international 
organizations to promote fair exchange and fair labor 
practices and the flow of investment capital. 


The report points out that from 1946 to 1952 imports 
of the rest of the world from the United States were $34 
billion more than exports to that country. While the gap 
has been reduced, it is still so large as to pose this prob- 
lem: Shall the United States accept a decline in its for- 
eign sales, or shall it attempt to maintain these sales by 
taking more goods from abroad in payment? There is 
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no question which answer other countries would prefer. 
They want to continue to buy from the United States 
and would like to pay their way by selling more to the 
United States. The Board suggests that this is equally in 
the U.S. interest. The U.S. stake in world trade is large. 
U.S. exports of manufactures in 1951 amounted to $10 
billion while agricultural exports were $4 billion, or 
nearly one eighth of total cash farm receipts. Were this 
trade to be diminished substantially, the whole U.S. 
economy would suffer. 


“The inability of other countries to earn more dollars 
will compel them,” the report warns, “to restrict im- 
ports from the United States as aid is reduced. . . . The 
free world, if the dollar problem continues, will be 
divided into dollar and nondollar blocs; the economic 
situation of the nondollar regions will deteriorate; the 
exports of the United States will be sharply reduced; and 
restrictions and discriminations against American exports 
will inevitably be intensified.” 

The Board believes that imports by themselves cannot 
be expanded sufficiently within the foreseeable future to 
close the entire dollar gap. It suggests, however, that 
prompt enactment of its recommendations would enable 
foreign countries to expand their sales to us by $700 
million to $1 billion annually within three to five years. 
Together ‘with measures that should be taken by other 
countries, this would make possible a constructive solu- 
tion of the free world’s dollar payments problem. 


The Board does not believe that completely free trade 
is feasible in the immediate future. Its proposal for 
consolidating, simplifying, and reducing tariffs is sug- 
gested as a practical means of achieving trade policy 
objectives. “A widespread but moderate reduction in 
tariff rates could have a substantial effect,” it points out, 
“in encouraging imports. At the same time, its mod- 
eration would avoid extreme needs for adjustment” in 
domestic industries. 


As for customs laws and regulations, the report ob- 
serves that “many goods take longer to pass through 
customs than it took Columbus to discover America.” 
A customs simplification law is urgently needed. Other 
restrictions, such as quotas on certain agricultural com- 
modities which U.S. farmers do not produce in sufficient 
quantity to meet domestic needs, should be reduced or 
removed. The United States should offer to remove the 
50 per cent cargo preference provision on aid and loan 
shipments to other nations which permit to the United 
States equal competitive opportunities with their own 
merchant marines. The “Buy American” Act, which adds 
a 25 per cent super-tariff to the cost of goods bought 
by the Government, should be reconsidered. 

The report, in arguing for a foreign trade policy in 
the interest of the nation as a whole, points out that the 
“Escape Clause” and “Peril Point” provisions of the 
Reciprocal Trade Agreements Act are concerned exclu- 
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sively with the interest of domestic producers faced with 
threat of competition from imports. “There is nothing,” 
the study states, “to indicate that consumers have a 
right to buy the goods they prefer whether domestic or 
imported. There is nothing in the law to indicate that 
American business, agriculture and labor have a right 
to export the goods they produce and that a penalty on 
imports is a penalty on exports. There is nothing in 
the law to indicate that a higher level of trade and better 
balance in international payments and the effect of trade 
on foreign relations are relevant matters for considera- 
tion in determining whether imports are to come into the 
United States.” 


The report recognizes that an increase in manufactur- 
ing imports might “displace the output of 60,000 to 
90,000 workers” or less than one out of 1,000 workers, 
and well under normal displacement occurring from a 
variety of other factors. The actual displacement, how- 
ever, might well be less than half this figure because 
many industries would convert to other products. 


The report recommends that the Government help with 
the reconversion problem by retraining workers and pro- 
viding longer-than-ordinary unemployment insurance 
benefits, and that consideration also be given to loans 
for industries for adjustment purposes. While there are 
problems in reconciling a liberal trade policy with the 
objectives of domestic agricultural programs, ways should 
be found to accomplish the latter without prejudicing the 
former. Agriculture’s interest in export markets is par- 
ticularly great. 

The conclusion reached by the report is that the choice 
the United States should make is one which recognizes 
its interest in continuing its present export program by 
increasing imports. This means that the United States, 
which for years has been hobbled by inconsistencies 
between its trade and foreign policies, must undertake a 
new trade policy. 


“That policy must be based on the interest of the 
nation as a whole, not alone on the special interests of 
any small groups of producers. High and unnecessary 
tariffs on many goods discourage imports. The com- 
plexity of the tariff structure and the cumbersome cus- 
toms procedure made importing an expensive and un- 
certain business. And there are quotas and prohibitions 
on imports of agricultural products which severely limit 
and even exclude goods that should be imported. These 
restrictions do great harm to the American economy. 
The reduction of such barriers to trade would be an 
essential part of any trade policy based on the national 


interest.” 


Source: A Report to the President by the Public Advisory 
Board for Mutual Security, A Trade and Tariff 
Policy in the National Interest, Press Release, 
Washington, D. C., March 5, 1953. 
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U.K. Defense and Civil Expenditure 

Defense expenditure by the United Kingdom in the 
financial year 1953-54 is estimated by the Government, 
in a White Paper recently published, at £1,636 million, 
an increase of £123 million over the amount likely to 
be spent in 1952-53. About one third of the increase is 
attributable to higher costs. 

The defense budget for 1953-54 includes provision for 
the expenditure of £140 million of the sterling counter- 
part of defense support aid provided in dollars by the 
United States. The comparable figure in the present 
financial year is £85 million. Up to February 1, 1953, 
the United States had placed offshore orders in the United 
Kingdom for equipment and supplies for their own forces 
and for other NATO countries to the value of US$167 
million. 

The increase in defense expenditure is more than 
offset by a reduction in the civil estimates, which show a 
fall of £96 million on the original estimates for the pres- 
ent financial year, and a decrease of about £254 million 
on the probable actual expenditure this year. The largest 
single saving is in the Ministry of Food’s estimate which 
is reduced by £165 million. The national health service 
figure is down by £22 million, but the net estimate for 
education is up by £15 million and for national insur- 
ance by £16 million. 

Sources: The Times, London, England, February 20 and 
24, 1953. 
Belgian Mines 

The expenditure of Bfr 1,205,700,000 (US$24,114,000) 
of counterpart funds for the modernization of Belgian 
mines has been approved by U. S. officials. This will 
aid Belgium in its effort to increase the productivity of 
its mines, to bring it more in line with that of other 
nations participating in the European Coal and Steel 
Community (see this News Survey, Vol. V, p. 253). 
Source: The Journal of Commerce, New York, N. Y., 

February 17, 1953. 


Danish Balance of Payments Estimate 

The Danish Minister of Commerce has stated that 
there might be a surplus in the Danish balance of pay- 
ments in 1953—possibly some DKr 100 million (US$14.5 
million), although no estimate can be precise. It is 
expected that there will be a dollar surplus somewhat 
larger than DKr 100 million, a deficit with the EPU 
countries, and a balance with the other currency areas. 
The improvement in the dollar position seems to result 
chiefly from increased exports, increased possibilities of 
paying for dollar goods in European currencies, and a 
better European supply of goods formerly imported from 
the dollar area, e.g., coal, iron and steel, and tinplate. 

The trade -balance is expected to show a deficit of 


about DKr 850 million ($122 million), but this deficit 
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should be covered by a comparable surplus on invisibles, 
mainly shipping. Exports are estimated at DKr 5.8 bil- 
lion, against DKr 6 billion in 1952. A slight increase 
is expected in the volume of agricultural exports, while 
the volume of industrial exports will be about the same 
as last year. It is pointed out, however, that exports of 
manufactured products, especially to “other countries” 
outside the dollar and EPU areas, will encounter some 
difficulties. These countries might limit their imports 
from Denmark because of payments difficulties. Further- 
more, the extent of exports to these countries will depend 
upon the amount of credit that Denmark is willing to 
grant. Imports are expected to be DKr 6.7 billion, 
which is a little less than last year. Prices are expected 
to be somewhat below those of 1952, but the volume will 
be somewhat higher. 

Capital expenditures may exceed capital receipts, but 
foreign exchange holdings will probably show some 
increase. 

It is stressed that these figures are only estimates. 
Since stable world prices are assumed, it is expected 
that there will be no incentive to increase imports for 
building up inventories; also, no supply difficulties are 
foreseen. 

Source: Politiken (Weekly Overseas Edition), Copen- 
hagen, Denmark, February 8-14, 1953. 


Danish-Egyptian Payments 

In trade with Egypt in 1952, Denmark had an export 
surplus of some DKr 20 million. Whereas formerly 
Egypt had made payment in free pounds, the Egyptian 
authorities have recently indicated that they wished to 
make payment in Egyptian pounds only. As a result, 
Danish exports to Egypt have been cut drastically. 

Owing to the relatively high prices in Egypt, Danish 
exporters are eager to sell to Egypt, but there is little 
interest in imports from Egypt. Therefore, in order to 
aid Danish exports, the Danish authorities have intro- 
duced a system linking exports to and imports from 
Egypt. The export permits contain the clause that the 
exporter may sell to Egypt on condition that a Danish 
importer is willing to buy his Egyptian pounds. The 
pounds have to be sold through a Danish authorized 
foreign exchange dealer, and exporter and importer have 
to agree on the rate of exchange for the Egyptian pounds. 

Denmark has imported few commodities other than 
cotton from Egypt, but the expected lower effective rate 
of exchange for the Egyptian pound may increase the 
interest of Danish importers in Egyptian goods. 
Source: Politiken (Weekly Overseas Edition), Copen- 

hagen, Denmark, February 22-28, 1953. 


Swedish Exchange Market 

The Sveriges Riksbank has announced that, effective 
February 23, the range for spot rates for Belgian francs 
was widened from 10.32-10.37 kronor per 100 francs 
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to 10.26-10.43 kronor. Authorized foreign exchange 
banks may now set the rates according to demand and 
supply within these limits, but the buying and selling rates 
quoted on any given day may not vary more than 0.05 
kronor. As of the same date, the authorized foreign 
exchange banks are also permitted to make forward trans- 
actions in Belgian francs. 

The first step in creating a more flexible foreign 
exchange market was taken on November 24, 1952, when 
spot and forward transactions in sterling were transferred 
from the Riksbank to the foreign exchange banks (see 
this News Survey, Vol. V, p. 183); on December 8, the 
Riksbank freed transactions in guilders. 

Prior to November 24, 1952, the buying rate for 
sterling quoted by the Riksbank was 14.47 kronor per 
pound; by the end of November, the buying rate had 
increased to 14.50, and since the end of December the 
rate has been fluctuating between 14.55 and 14.56. When 
the spot rates for guilders were widened on December 8, 
from 135.80-136.55 to 135.05-137.25 kronor per 100 
guilders, the buying rate started to increase slowly; since 
the beginning of February, it has been 136.30. 

Source: Svenska Dagbladet, Stockholm, Sweden, Feb- 
ruary 23, 1953. 


Italian Government's Participation in Economic Activities 

Members of the Italian Parliament recently made a 
survey of the degree of government participation in Italy’s 
economic activities, in order to obtain a basis for reor- 
ganizing the Government’s role, with a view toward its 
reduction. The survey reports that the banks directly 
controlled by the Istituto Ricostruzione Industriale (the 
government investment bank) account for 26 per cent of 
total bank deposits. If the Banca Nazionale del Lavoro, 
which is not IRI-controlled but is wholly owned by the 
State, is included, the percentage rises to 37 per cent. 
In the iron and steel industry, the Finsider group (IRI) 
controls 60 per cent of the pig iron output and 43 per 
cent of the steel output. In the mechanical-engineering 
industry, the Finmeccanica group (IRI) accounts for 
80 per cent of the productive capacity of Italian ship- 
yards, 40 per cent of the production of rolling stock 
(railroad and streetcar), and 10 per cent of the produc- 
tion of internal combustion engines. IRI controls 56 
per cent of the iron ore output (through ILVA) and 60 
per cent of the quicksilver output (Monte Amiata). 
Other government agencies control some 75 per cent of 
the output of natural gas, 40 per cent (1950 data) of 
the output of crude oil (AGIP), 99 per cent of coal pro- 
duction (A. Ca. I), 85 per cent of the output of anthra- 
cite, 30 per cent of iron ore output (COGNE), 10 per 
cent of antimony, 70 per cent of tin, 30 per cent of zinc, 
and 15 per cent of lead production (AMMI). The Fin- 
mare group (IRI) owns 18 per cent of the total tonnage 
of the merchant fleet; STET (IRI) owns 59 per cent 
of all telephones in operation; RAI has a monopoly in 


INTERNATIONAL FinanctAL News Survey, March 6, 1953 


the field of radio; and all national passenger airlines are 
controlled by IRI. The Finelettrica group (IRI) accounts 
for 22.6 per cent of the output of electric power (the 
percentage was 30 per cent in 1950 but has subsequently 
declined, owing to the new plants built by private 
concerns). 

The aggregate value of IRI stock participations, esti- 
mated at 125 billion lire at the end of 1951, had risen 
by the end of 1952 to 300 billion lire (US$480 million). 
In the two years 1951-52, total investment in IRI-con- 
trolled concerns amounted to 250 billion lire: 190 billion 
lire was raised by ordinary means and 60 billion through 
the increase of the IRI Fund, from 60 billion to 120 bil- 
lion. Of the total, 210 billion has been invested in 
concerns now operating at a profit, and 40 billion in 
concerns still operating at a loss. Most of the latter are 
in the mechanical-engineering group, which still employs 
the largest number of workers—about 80,000 against 
71,000 in 1938 and 94,000 in 1946. The iron and steel 
industry employs 56,000, and electric concerns, 15,200. 
The total number employed in IRI-controlled concerns 
was 191,400 by the middle of 1952. 

The most significant expansion in production by IRI 
concerns has been in iron and steel. Pig iron output of 
the Finsider group rose from 217,000 tons in 1949 to 
575,000 in 1951, and, with completion of the program 
now under way, it is expected to increase to 1,200,000 
tons. Steel output of the same group rose from 832,000 
tons in 1949 to 1.5 million in 1952, and it is expected 
to reach 1.9 million tons. The Finmare group is about 
to complete a construction program involving 20 ships 
aggregating 225,000 gross tons. The Finelettrica group, 
after completely repairing war damages, has brought the 
output of its plants to twice the prewar level. 


Source: Economic News from Italy, New York, N. Y., 
February 6, 1953. 


Export-Import Bank Loan to Portugal 

The Export-Import Bank of Washington has granted a 
$17 million loan to Portugal for the purchase of U. S. 
railroad material for a new 185-mile line from Rhodesia 
to Lourengo Marques. The credit, bearing 4 per cent 
interest, will be repaid in 40 biannual installments, start- 
ing April 1958. 
Source: Jornal do Comercio, Lisbon, Portugal, Janu- 

ary 17, 1953. 


German Debt Settlement 

On February 27, the Government of the Federal Re- 
public of Germany formally pledged itself to pay US$3,270 
million as a final settlement of prewar and postwar debts. 
Payments to governments and investors of 30 nations are 
scheduled to start in 1953. 

Among the 18 creditor countries which have signed 
the debt agreement are the United States, the United 
Kingdom, and France. The Netherlands refused to sign 
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“pending clarification on some concrete points,” and 
Italy and Iran did not sign for “technical” reasons. These 
and other governments are expected to sign later. 

The United States, the United Kingdom, and France 
have reduced substantially their postwar claims, viz., the 
United States from about $3.2 billion to $1.2 billion, the 
United Kingdom from $562.8 million to $420.0 million, 
and France from $15.7 million to $11.8 million. On 
U.S. account Germany will have to pay $56 million a year 
for five years, and then $90 million a year. It is possible 
that, as a result of the debt setthement, trading in German 
securities will be resumed in the United States by mid- 
summer of 1953. 

Source: The Washingon Post, Washington, D. C., Feb- 
ruary 28, 1953. 


Middle East 


Revison of Saudi Arabian Tariffs 

Saudi Arabia’s revised tariff consists mainly of ad 
valorem rates instead of specific duty rates as under the 
previous schedules. Import goods now fall under four 
classifications. Some essential imports are free of duty, 
but most essentials are taxed at 5 to 10 per cent ad 
valorem rates. General necessities are taxed at 15 to 20 
per cent ad valorem rates, and nonessential goods are 
taxed at 25 to 35 per cent rates. 
Source: The Journal of Commerce, New York, N. Y., 

February 25, 1953. 


Prices and Exchange Rates in Israel 


An official of the Israeli Government has stated that 
the deflationary policy started by the Government a year 
ago is already bearing fruit. The rationing of all con- 
sumer goods other than basic foodstuffs has been abol- 
ished without causing critical shortages. Although im- 
ported raw materials are in short supply, he indicated 
that this situation would be alleviated when German rep- 
arations start to operate. He also stated that the system 
of three different exchange rates instituted in February 
1952 had not operated satisfactorily and that the Govern- 
ment is considering the introduction of a single rate. 
The Minister did not disclose what the new rate might 
be, but implied that it would be near the present un- 
official Ziirich rate, which is about 1£6—£1. The 
present official rates are If1—£1, 1£140=— 1, 
1£2.80 = £1. (See also this News Survey, Vol. V, p. 
239.) 


Source: The Times, London, England, January 25, 1953. 


Oil Concession in Qatar 


An immediate start of oil exploitation is planned in 
the underwater concession covered by the agreement 
recently concluded between the Sheik of Qatar and the 
Shell Overseas Company.. The concession extends into 
the Persian Gulf outside territorial waters and is the 
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first granted on the basis that, if oil is eventually dis- 
covered in commercial quantities, it will be shared equally 
by Qatar and the Company. The land and territorial 
waters of Qatar are already held under concession by 
Qatar Limited, which is associated with the Iraq Petro- 
leum Company. Qatar’s oil production exceeded three 
million metric tons in 1952; an increase of nearly one 
million tons over output in 1951. 
Sources: The Iraq Times, Baghdad, Iraq, January 3, 
1953; “The World Oil Industry” (a Financial 
Times Survey), The Financial Times, London, 
England, February 2, 1953. 


Far East 


India’s Pian for Industrial Development 

The. industrial phase of India’s Five-Year Plan (see 
this News Survey, Vol. V, p. 196), according to details 
recently published by the Planning Commission, calls 
for a total expenditure of Rs 4,770 million (US$1,001.7 
million), of which Rs 940 million will be spent in the 
public sector.. Of the Rs 3,830 million to be spent in 
the private sector, Rs 2,330 million will be for new 
capital investment and Rs 1,500 million will be for 
replacement and modernization of plant and machinery. 
About 26 per cent of public and private investment will 
go into the metallurgical industries, 20 per cent into 
petroleum refining, 16 per cent into engineering indus- 
tries, 8 per cent to heavy chemicals, fertilizers, and phar- 
maceuticals, 6 per cent to textiles, 5 per cent to cement, 
and 4 per cent to paper and paperboard industries. 

Central and State Governments already own a number 
of industries and are responsible for the further develop- 
ment of coal, petroleum, iron and steel, aircraft, ship- 
building, and telecommunications apparatus manufacture, 
except where the cooperation of private enterprise is, 
from time to time, considered necessary. Except for 
some other industries reserved to the State, such as 
armaments, the rest of the industrial field is open to 
private enterprise. Major public enterprises being con- 
structed or planned are a Rs 800 million steel plant 
(Rs 300 million to be spent during the Plan period), a 
locomotive factory, a machine tool factory, a fertilizer 
factory, a shipyard, a penicillin and DDT factory, and a 
newsprint plant. 

A major aim of the Plan is to overcome the shortage 
of raw materials by developing new or alternative sources. 


Source: Embassy of India, Indiagram, Washington, 
D. C., February 27, 1953. 


Export Duty on Indian Sacking 

The export duty on Indian jute sacking has been 
reduced from Rs 175 to Rs 80 per ton. The duty on 
burlap remains unchanged, at Rs 275 per ton. 
Source: The Journal of Commerce, New York, N. Y., 
' ~ March 2, $953. 
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Burma's Eight-Year Plan 

An eight-year plan of economic development for the 
years 1953-60, launched by the Government of Burma, 
calls for the expenditure of 7,500 million kyats (US$1,575 
million) and is expected to increase the annual national 
output from K 3,500 million to K 7,000 million, which 
would mean an increase in per capita income from K 182 
to K 340. By 1957, if law and order are restored, the 
prewar annual national output of K 5,500 million should 
be restored. It is. tentatively planned to spend in 1953 
and 1954 K 1,000 million on agriculture, water resources, 
mining, industry, power, transport, and communications. 
This includes investments of K 40 million in mining 
and mining industries, K 250 million in irrigation, K 30 
million in communications, K 200 million in railways, 
and K 190 million in road transport, ports, etc. 

The Government hopes to raise the value of agricul- 
tural production from K 1,500 million in 1952 to K 2,300 
million in 1956 and K 2,650 million in 1960. It plans to 
reclaim more land, rehabilitate the rice industry, and 
strive for self-sufficiency in other foods. About K 18 
million will be spent on agricultural projects during the 
current year. 

Source: The Statesman (Overseas Edition), Calcutta, 
India, February 21, 1953. 
Thailand's Trade Embargo 

The Council of Ministers of Thailand has instructed 
the National Defense Council and the Legislative and 
Judicial Council to work jointly on legislation for an em- 
bargo on exports to communist countries of materials 
for the manufacture of guns and ammunition, and for 
transportation purposes and other goods to be named 
by the Defense Council. This is an additional measure 
to tighten a general embargo announced by Thailand on 
July 31, 1951 (see this News Survey, Vol. IV, p. 77). 
Source: Far East Trader, New York, N. Y., Febru- 

ary 25, 1953. 


Japan’s Balance of Payments 

Japan’s receipts in the calendar year 1952 totaled the 
equivalent of US$2,284 million, with visible exports 
amounting to $1,289 million and invisible exports to 
$995 million. Payments on visible account were $1,718 
million and on invisible account, $343 million; thus 
total payments were $2,061 million. Payments on 
capital transactions exceeded receipts by $141 million; 
this was attributed to the coming into force of the Peace 
Treaty and the discontinuance of U.S. aid. Japan made 
its subscription payments to the International Monetary 
Fund and the International Bank for Reconstruction 
and Development, bought U.S. and British Treasury 
paper, and paid prewar debts. From the payments made 
by the U.N. forces for local requirements, Japan earned 
$800 million net, or more than enough to offset the 
cessation of U.S. aid. 

According to the customs returns of the Finance Min- 





istry, Japan had a trade deficit of $754.1 million for 
the 1952 calendar year, with imports amounting to 
$2,027.7 million and exports to $1,273.6 million. Ex- 
ports were 6.2 per cent less than in 1951, and imports 
fell by 1 per cent. The factors responsible for the trade 
deficit were import restrictions of other countries, the 
weak competitive power of Japanese industry in interna- 
tional markets, the minor recession in the world economy, 
resulting in a decline in both the price and the volume 
of certain exports, and the delays in securing trade agree- 
ments with other countries. 

Sources: Asahi Shimbun, January 17 and 18, 1953, and 
Bank of Tokyo, Weekly Review of Economic 
Affairs in Japan, January 24, 1953, Tokyo, 
Japan; The Financial Times, London, England, 
January 28, 1953. 


Japan-China Trade 

The Ministry of International Trade and Industry of 
the Japanese Government announced on January 30 that, 
after consultation with the United States, it had relaxed 
restrictions on certain exports to Mainland China. The 
list includes items freed gradually last year (see this 
News Survey, Vol. V, pp. 99 and 169) and covers a wide 
number (textiles, chemical goods, certain light machin- 
ery, agricultural and marine products, and miscellaneous 
items). Exports of such items as iron and steel, non- 
ferrous metals, machinery, ammonium sulphate, caustic 
soda, etc., are still prohibited. 

In trade with China during 1952, Japan’s exports 
were valued at US$620,000 and imports at US$3,390,000. 
With partial relaxation of settlement conditions (an 
obstacle in the past) at the end of last year, a certain 
expansion of trade is anticipated but, in general, the out- 
look is not bright in view of present international con- 
ditions. 

Source: Bank of Japan, Fortnightly Letter, Tokyo, 
Japan, February 2, 1953. 
Indonesian Banking 

The statute of the Central Bank of Indonesia, which 
is the new name of the Java Bank nationalized in Decem- 
ber 1951 (see this News Survey, Vol. IV, p. 210), is 
expected to become operative on April 1, 1953. Shares 
and certificates for shares representing Rp 8.65 million 
were offered in response to the offer to purchase shares, 
announced in August 1951 (see this News Survey, 
Vol. IV, p. 99). It is assumed that the majority of the 
shares not yet surrendered have been lost. 

The new statute will determine inter alia the relations 
between the Central Bank of Indonesia and the other 
Indonesian banking institutions, including three large 
government-owned banks. The Bank Negara Indonesia 
Operates as a commercial bank; at the end of March 
1952, the Indonesian Government placed at its disposal 
capital of approximately Rp 250 million. 















































































































































































































































































































The status of the Bank Industri Negara was fixed by 
an Emergency Law on February 20, 1952; this law 
stated that the object of the Bank was “to make a con- 
tribution to the development of the State and progress 
of the people in matters of agriculture, industry and 
mining.” Its initial capital was fixed at Rp 500 million, 
of which Rp 100 million had been paid up by July 31, 
1952. By the middle of the year, the Bank had begun 
to perform its functions as a credit-granting bank, par- 
ticularly in connection with long-term financing and par- 
ticipations. 

The third government bank, the Bank Rakjat Indonesia, 
was established in 1949; in August 1951, the task of 
liquidating the Algemene Volkscredietbank (Universal 
People’s Credit Bank), which had been established be- 
fore the war, was entrusted to it. The primary purpose 
of this bank is to grant credit facilities to the lower in- 
come groups—both to individuals and to their organiza- 
tions—and to aid, advise, survey, and control credit 
institutions for the people, cooperative societies, and 
rural credit organizations. It is intended, however, to 
transfer in due course to the Djawatan Koperasi (Co- 
operative Service) the granting of small credits to, and 
the supervision of, Dessa banks—small rural associations, 
which numbered 1,770 at the beginning of 1952 and 
whose outstanding loans totaled Rp 6.4 million. 

There are also seven foreign commercial banks oper- 
ating in Indonesia, three of which are Dutch, two British, 
and two Chinese. Fifteen Indonesian private banks are 
carrying on business with an aggregate paid-up capital 
of Rp 6 million, and with deposits of about Rp 7 million. 
The development of Indonesian private banking is slow, 
as there has been little or no inclination among the 
Indonesian people to entrust their money to banks. 
Sources: The Java Bank, Report of the President and of 

the Board of Directors for the Financial Year 
1951-1952 (English translation), July 11, 1952, 
and Bank Negara Indonesia, Condensed State- 
ment of Condition, July 31, 1952, Djakarta, 


Indonesia. 


Canada 


Canadian Gross National Product 

The Canadian gross national product in 1952 reached 
Can$22,984 million according to preliminary estimates. 
This is an increase of $1,536 million, or 7 per cent, over 
the 1951 figure of $21,448 million. After allowance 
for price changes in 1952, the increase in real national 
product was 6 per cent. 

Labor income rose by almost 12 per cent, to $10,855 
million, as a result of high levels of employment and 
steadily increasing average earnings per worker. Invest- 
ment income rose by approximately 2 per cent, to $3,746 
million. The net income of farm operators, however, 
was only $1,861 million, a decline of $255 million from 
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the record level established in 1951. This decline is 
attributable to a fall of between 20 and 25 per cent in 
livestock prices, and a 10 per cent rise in farm operating 
costs; these factors offset the effects of a record wheat 
crop. 

Personal expenditure on consumers’ goods and services 
rose by 8 per cent, to $14,290 millien; in real terms the 
volume of consumption rose by 6 per cent. Expenditure 
on durable goods rose by 12 per cent in value and 10 per 
cent in volume. Government expenditure on goods and 
services increased by 32 per cent, to $4,211 million. 
Two thirds of this increase was accounted for by the 
rise in defense expenditures, from $1,149 million in 1951 
to $1,832 million in 1952. Fixed domestic investment 
amounted to $4,138 million, an increase of almost 9 per 
cent over 1951. This included a rise of about 3 per cent 
in the value of new residential construction, and of 10 per 
cent in business investment. In real terms there was a 
10 per cent increase in nonresidential construction and 
an increase of less than 5 per cent in investment in new 
machinery and equipment. Investment in additions to 
inventories, on the other hand, amounted to only $176 
million, in contrast to the 1951 figure of $1,620 million; 
business inventories actually declined but this was more 
than offset by increases in grain holdings. A rise in the 
value of exported goods and services of about 11 per cent, 
coupled with a moderate decline in the value of imports, 
led to a current account surplus of about $150 million in 
the balance of payments. In 1951 there was a deficit of 
$534 million. 

Source: Dominion Bureau of Statistics, Weekly Bulletin, 
Ottawa, Canada, February 14, 1953. 


Latin America 


Costa Rican Government Receipts 


Costa Rica’s receipts in 1952 reached a peak figure of 
189.5 million colones, in comparison with 160.1 million 
in 1951. This increase of C 29.4 million is particularly 
significant since the 1951 receipts included the accumu- 
lated surplus of 1950. Hence, the actual increase in 
receipts during 1952 was C 33.1 million, an increase of 
21 per cent. 

The greatest increase over the previous year, C 28.5 
million, was in indirect taxes; these taxes accounted for 
61.3 per cent of all receipts. The yield from direct taxes 
represented 21.5 per cent and was practically the same 
as in 1951. Receipts from government enterprises 
amounted to 12.5 per cent of all receipts and were slightly 
greater than in the previous year. Receipts from other 
taxes, comprising 4.7 per cent of the total, fell C 3.24 
million below the 1951 level. 


Source: Banco Central de Costa Rica, Informacion Eco- 
nomica, San José, Costa Rica, February 11, 
1953. 
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Peruvian Auction of Petroleum Lands 


Representatives of 11 domestic and foreign oil com- 
panies have bid on 478,485 hectares of petroleum lands 
located primarily in the Sechura desert in northern Peru. 
Applications on 82,000 hectares were for exploitation and 
the rest for exploration. No drilling has been under- 
taken in this area, oil expectations being based on super- 
ficial explorations. The auction yielded over 38 million 
soles (US$2.5 million). The Government had already 
received the equivalent of US$1.5 million as guarantees 
from companies filing for oil concessions. 

Source: Andean Air Mail and Peruvian Times, Lima, 
Peru, January 23-30, 1953. 


Paraguayan Conversion Rates for Import Duties 


By Decree No. 15533 of January 9, 1953, the Para- 
guayan Government has established that, for purposes 
of assessing ad valorem import duties, consular fees, 
and consumption taxes on imported goods, the rates of 
exchange at which the value of imports is to be converted 
into guaranies are as follows: (1) for imports authorized 
through the official market, G 15 per dollar for Group I 
imports, G 21 per dollar for Group II imports, and G 30 
per dollar for Group III and IV imports; (2) for imports 
_authorized through the free exchange market, and when 
the imported goods are classified as essential and semi- 
essential (Groups I, II, and III), the conversion rates will 
be the same as those applicable to official market imports; 
when the free market import falls within the luxuries 
category (Group IV), the conversion rate will be a special 
one based on the free market quotation and adjusted by 
the Ministry of Finance every six months. The rate 
established for this purpose for the first half of 1953 
is G45 per dollar. 
Source: El Pais, Asuncion, Paraguay, January 25, 1953. 


Other Countries 


Australian Banking 

The Australian Prime Minister has introduced in the 
House of Representatives two bills, one amending the 
Commonwealth Bank Act (1945) and the other amend- 
ing the Bank Act (1945). The first bill—which Mr. 
Menzies explained was designed to protect private trad- 
ing banks—creates a separately incorporated Common- 
wealth trading bank in place of the present general 
trading division of the Commonwealth Bank. The bank 
would have a general manager working under the Gov- 
ernor of the Commonwealth Bank, to be appointed by 
the Government on the recommendation of the Common- 
wealth Bank Board, for a period not exceeding seven 
years. It would not have to carry any business which 
would not be part of normal trading bank activities and 
would thus be in a position no more or less favorable 


than other trading banks. The bill would not circum- 
scribe the bank’s trading activities. 

The second bill deals with the trading banks’ obliga- 
tion to make special deposits with the Commonwealth 
Bank, and contains two far-reaching amendments to the 
Bank Act. The first would cancel the enormous uncalled 
liability of trading banks to deposit their reserves in 
special accounts with the Commonwealth Bank. These 
at present are so great that, if they were all called up, 
the trading banks could be destroyed. The bill would 
establish as the trading banks’ basic liability the amount 
of their deposits in special accounts last October; their 
additional liability would extend to 75 per cent of any 
increase in their deposits in the ensuing 12 months, after 
which their outstanding liability would be limited to a 
small percentage of their over-all deposits. The limit of 
Yg per cent interest, payable on special deposits, would 
be canceled and the interest rate would be determined by 
the Commonwealth Bank. The second amendment would 
oblige the Commonwealth Bank to make repayments from 
a trading bank’s special account whenever the maximum 
amount the bank might be required to hold in special 
account was less than the amount it actually held. Also, 
it would require the Commonwealth Bank to inform 
trading banks of movements which, it judged, were likely 
to occur in the deposits and liquid assets of the Austra- 
lian banking system, and to give reasonable notice of 
calls and releases likely to be made to and from special 
accounts. (See also this News Survey, Vol. V, p. 172.) 


Source: The Times, London, England, February 20, 1953. 


Tangier Sterling Rates 


The International Bank of Tangier reports the follow- 
ing rates for transferable account sterling (in dollars per 
pound sterling) : £ Spanish account, $2.71-2.73; £ French 
No. 1 account, $2.72-2.74; £ Dutch account, $2.72-2.74. 
These rates are from five to eight cents higher than those 
quoted last October. 


Source: New York. Herald Tribune, Paris, France, Feb- 
ruary 21, 1953. 
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